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COMPTROLLER OF  THE CURRENCY
Minimum C a p ita l  R a tio s ; R isk-B ased C a p i ta l  S tandard  fo r  N a tio n a l Banks i s  th e  t i t l e  o f  
an advance n o tic e  o f  proposed ru lem aking  by  th e  O ffice  o f  th e  C o m ptro lle r o f  th e  
C u rre n c y  (s e e  th e  3 /2 7 /8 6  F ed . Reg., pp. 1 0 602-07 ). T h is  p ro p o se d  ch an g e , 
acco rd ing  to  OCC, i s  in ten d ed  to  make th e  OCC's c a p i t a l  p o lic y  more s e n s i t iv e ,  in  
a  s y s te m a t i c  f a s h io n ,  t o  th e  r i s k  e x p o su re  o f  i n d iv id u a l  n a t i o n a l  b a n k s . In  
a d d itio n , i t  w i l l  a l t e r  th e  b a s is  fo r  d e te rm in in g  th e  m in im ally  a c c e p ta b le  le v e l  
o f  c a p i t a l  b u t w i l l  n o t, acco rd ing  t o  OCC, in c re a s e  th e  re q u ire d  le v e l  o f  c a p i t a l  
a t  m ost n a t io n a l  banks. In  g en e ra l, t h i s  OCC r is k -b a s e d  c a p i t a l  r a t i o  compares 
p rim ary  c a p i t a l  (as d e fin e d  a t  12 CFR 3.2) to  th e  sum o f  t o t a l  a s s e t s  (as d e fin e d  
a t  12 CFR 3.2) and c e r ta in  o f f -b a la n c e - s h e e t  item s, bo th  o f  which a re  a d ju s te d  fo r  
r i s k  and a s s e t  q u a l i ty .  A sse ts  and c e r ta in  o ff -b a la n c e  sh e e t ite m s  a re  a ss ig n ed  
t o  one o f  f o u r  b ro a d  r i s k  c a t e g o r i e s .  The r i s k  c a t e g o r i e s  ra n g e  from  r i s k l e s s  
h o ld in g s  o f  v a u l t  cash  to  a s s e ts  w ith  a  le v e l  o f  r i s k  found in  a  ty p ic a l  bank loan  
p o r t f o l i o .  The r i s k  c a t e g o r i e s  p r i m a r i l y  r e f l e c t  c r e d i t  r i s k  c o n s id e r a t io n s ,  
where c r e d i t  r i s k  i s  d e fin e d  as  th e  l ik e l ih o o d  t h a t  an a s s e t  w i l l  d e c lin e  in  va lue  
b e c a u s e  o f  a  r e d u c t i o n  i n  t h e  c r e d i t w o r t h i n e s s  o f  t h e  o b l i g o r .  The 
c a te g o r iz a t io n s  a ls o  r e f l e c t  some s e n s i t i v i t y  to  i n t e r e s t  r a t e  r i s k .  W eights a re  
a ss ig n e d  to  a s s e ts  and o f f -b a la n c e - s h e e t  item s in  each o f  th e  fou r c a te g o r ie s  on 
th e  b a s i s  o f  t h e i r  r e l a t i v e  r i s k s .  The d o l l a r  v a lu e  o f  i te m s  in  each  r i s k  
ca teg o ry  i s  m u l t ip l ie d  by  i t s  r e s p e c tiv e  r i s k  w eight. The r e s u l t in g  r isk -w e ig h te d  
f i g u r e s  a r e  summed t o  com pute  an  a d ju s t e d  a s s e t  b a s e . F i n a l l y ,  an am ount 
r e f l e c t i n g  p ro b le m  c r e d i t s  i s  d e d u c te d  from  b o th  p r im a ry  c a p i t a l  and  a d ju s t e d  
a s s e ts  in  c a lc u la t in g  th e  r is k -b a s e d  c a p i t a l  r a t i o .  Comments should  be re c e iv e d  
on o r  b e fo re  6 /25 /86 . For fu r th e r  in fo rm a tio n  c o n ta c t S tephen C ross a t  202/447- 
1924.
GENERAL ACCOUNTING OFFICE
Seventy p e rc e n t o f  th e  a lm o s t 6,000 non-exem pt em ployees who l e f t  th e  D efense
D epartm ent t o  work w ith  d e fen se  c o n tra c to r s  in  1983 d id  n o t f i l e  th e  a p p ro p r ia te
d i s c l o s u r e  fo rm , a c c o rd in g  t o  a  r e c e n t  r e p o r t  from  th e  GAO t o  th e  S e n a te
C o m m ittee  on G o v e rn m en ta l A f f a i r s .  The o b j e c t  o f  th e  r e p o r t ,  a c c o rd in g  t o  th e  
GAO, i s  r e la te d  to  c o n f l i c t - o f - i n t e r e s t  l e g i s l a t i o n  and was in tended  to  d e term ine  
w h e th e r  fo rm e r  D efen se  em p lo y ees  a r e  r e p o r t i n g  p o s t-g o v e rn m e n t em ploym ent a s  
re q u ire d . Among i t s  co n c lu s io n s , th e  GAO recommended t h a t  th e  " se rv ic e s  e s ta b l i s h  
a  fo rm al rev iew  p ro cess  w ith  w r i t t e n  guidance fo r  re v ie w ers  to  use  in  id e n tify in g  
p o s s ib le  c o n f l ic t s  o f  i n t e r e s t .  T h is r e p o r t ,  POD R evolving Door: Many Form er 
P erso n n e l Not R eporting  D efense—R ela ted  Employment, GAO/NSIAD-86-71, i s  a v a ila b le  
from th e  GAO a t  202/275-6241.
SECURITIES AND EXCHANGE COMMISSION
Three C e r t i f i e d  P u b lic  A ccountants have been named a s  SEC A ccounting F e llow s and
w i l l  w ork  d i r e c t l y  w i th  Mr. A. C la re n c e  Sam pson, th e  SEC's C h ie f  A c c o u n ta n t,
b e g in n in g  t h i s  sum m er, a c c o rd in g  t o  a  r e c e n t  announcement from th e  Commission. 
Dr. W esley  T. A ndrew s, J r .  w as a p p o in te d  t o  s e rv e  a s  th e  A cadem ic F e llo w  f o r  a  
p e r io d  o f  one y e a r  b e g in n in g  in  A u g u st, 1986, w h i le  Mr. Jam es R. Bradow and Mr. 
Jo h n  A. Heyman w i l l  s e r v e  f o r  tw o  y e a r s  a s  P r o f e s s io n a l  A cco u n tin g  F e llo w s , 
b eg inn ing  in  J u ly  o f  t h i s  y ea r. A ll w i l l  be invo lved  in  th e  s tu d y  and developm ent 
o f  r u l e  p r o p o s a ls  u n d e r F e d e r a l  s e c u r i t i e s  la w s , l i a i s o n  w i th  p r o f e s s i o n a l  
acco un ting  s tan d a rd  s e t t in g  b o d ies  and c o n s u lta t io n  w ith  r e g i s t r a n t s  on accoun ting  
and r e p o r t i n g  m a t t e r s .  Dr. A ndrew s i s  a  P r o f e s s o r  o f  A c co u n tin g  a t  F lo r id a  
A t l a n t i c  U n iv e r s i ty  i n  Boca R a to n , FL., and h a s  b een  a  member o f  th e  AICPA s in c e  
1962. Mr. Bradow i s  c u r r e n t l y  an  a u d i t  m anager w i th  E r n s t  and W hinney in  
C le v e la n d . He h a s  b een  a  m ember o f  th e  AICPA s in c e  1978. Mr. Heyman, a  member 
s in ce  1977, i s  an a u d i t  manager w ith  Seidman and Seidman in  D a llas .
TREASURY, DEPARTMENT OF
Taxpayers who made la r g e  c h a r  i t a b l e ,  c o n tr ib u tio n s , i n  1985 may f in d  i t  t o  t h e i r
advan tage t o  deduct one-h a l f  o f  t h e  c o n t r i b u t i o n  i n s tea d  o f  i te m iz in g  a l l  t h e i r
d e d u c t io n s ,  th e  I n t e r n a l  R ev e n u e  S e r v i c e  s a i d  i n  an  anno u n cem en t on 3 /2 1 /8 6 . 
Under a  change in  th e  law  fo r  1985, ta x p ay e rs  who d o n 't  i te m iz e  can d educt h a l f  o f  
t h e i r  c h a r i ta b le  c o n tr ib u tio n s  re g a rd le s s  o f  th e  amount o f  th e  c o n tr ib u tio n , b u t 
no more th an  50% o f  a d ju s te d  g ro ss  income. Taxpayers who have la rg e  c h a r i ta b le  
c o n tr ib u tio n s  in  r e l a t io n  to  o th e r  d ed u c tio n s , such a s  e ld e r ly  tax p ay e rs  who may 
h a v e  no m o rtg ag e  i n t e r e s t ,  s h o u ld  t r y  b o th  m e th o d s and  u se  th e  one t h a t  i s  t o  
t h e i r  a d v a n ta g e , t h e  IRS s a id .  Some ta x p a y e r s  h a v e  i t e m iz e d  d e d u c t io n s  even  
th o u g h  i t  w ou ld  b e  m ore a d v a n ta g e o u s  n o t  t o  i t e m iz e  and  d e d u c t  h a l f  o f  t h e i r  
c h a r i t a b l e  c o n t r i b u t i o n s .  F i l e r s  o f  Form 1040 may com pute  and  c la im  th e  
c h a r i ta b le  d ed u ctio n  fo r  n o n - ite m iz e rs  on l in e s  34b-34e, w h ile  Form 1040A f i l e r s  
should  use l in e s  16a-16d. And tax p ay e rs  u s in g  Form 1040EZ a ls o  may deduct h a l f  o f  
t h e i r  c h a r i ta b le  c o n tr ib u tio n s  on l in e  4, u n le ss  th e y  donated  p ro p e r ty  o th e r  th a n  
cash  o r  gave more th a n  $3000 to  any one o rg a n iz a tio n . In  such case s  th e y  should  
use  e i t h e r  Form 1040 o r  1040A to  c la im  t h e i r  c h a r i ta b le  deduction .
P a r tn e rs h ip s  have in c re a se d  60 p e rc e n t, from  970,000 to  over 1.5 m i l l io n , d u rin g  th e  
p e r io d  1957 t o  1983, w i th  a  s i g n i f i c a n t  p o r t i o n  o f  t h a t  g ro w th  o c c u r r in g  s in c e  
1973, a c c o rd in g  t o  a  r e c e n t  announcem en t b y  th e  IRS. The f a s t e s t  g ro w th  w as in  
f in a n c ia l  s e rv ic e s , w hich in c lu d e  banking, in su ran ce  and r e a l  e s t a t e ,  from  170,000 
p a r tn e r s h ip s  in  1957 to  over 730,000 in  1983, a  th r e e - f o ld  in c re a se . During th e  
same p e rio d , m anufactu ring  p a r tn e rs h ip s  d ec lin ed , from  51,000 in  1957 to  26,000 in  
1983, a  d e c r e a s e  o f  49 p e r c e n t .  T ren d s  in  p a r t n e r s h i p s  a p p e a r  i n  a  new IRS 
p u b l i c a t i o n ,  S o u rc e  Book; P a r t n e r s h i p  R e tu rn s  1 9 5 7 -1 9 8 3 , show ing  k in d s  o f  
b u s in e s s ,  num ber o f  p a r t n e r s h i p s ,  num ber o f  p a r t n e r s ,  b u s in e s s  r e c e i p t s ,  n e t  
income o r  d e f i c i t  and s e v e ra l  dedu ctio n s, broken down by  in d u s try . T his 291-page 
book, IRS p u b l i c a t i o n  1289, i s  a v a i l a b l e  f o r  $30 p r e p a id ,  from  th e  D i r e c to r ,  
S t a t i s t i c s  o f  Incom e D iv is io n  D:R:S, 1111 C o n s t i t u t i o n  A ve., N.W., W ash in g to n , 
D.C. 20224. S u b sc rib e rs  should  make checks payab le  t o  IRS A ccounting S ec tio n .
U nisex A nnuity  T ab les  i s  th e  t i t l e  o f  a  n o tic e  o f  proposed ru lem aking  by th e  IRS (see
th e  3 /24 /86  Fed. Reg., 9978-10023) and w i l l  r e l a t e  to  th e  an n u ity  t a b le s  used
t o  compute th e  p o r t io n  o f  th e  amount re c e iv e d  as  an a n n u ity  t h a t  i s  in c lu d ib le  in  
g ro ss  income. According to  th e  IRS: "Q uestions have a r is e n  concern ing  th e  gender 
d i s t i n c t i o n  i n  t h e  e x i s t i n g  t a b l e s  and th e  o u td a te d  m o r t a l i t y  e x p e r ie n c e  upon 
w hich th o se  ta b le s  a re  based. The re g u la t io n s  would a f f e c t  tax p ay e rs  re c e iv in g  
am oun ts  a s  a n n u i t i e s  u n d e r a n n u i ty ,  endow m ent, o r  l i f e  in s u r a n c e  c o n t r a c t s  f o r  
w h ich  th e y  h av e  p a id  p rem ium s o r  o th e r  c o n s id e r a t i o n  and  p r o v id e  them  w i th  th e  
guidance needed to  d e te rm in e  th e  amount in c lu d ib le  in  g ro ss  income w ith  re s p e c t  to  
such c o n tra c ts ."  W ritte n  comments m ust be d e liv e re d  o r m ailed  p r io r  to  5 /6 /8 6 . 
For f u r th e r  in fo rm a tio n  c o n ta c t A nnette  G uarisco  a t  232/566-3238.
I n  a  r e l a t e d  m a t t e r ,  t h e  IRS h a s  announced  a  p u b l i c  h e a r in g  on p ro p o se d  
r e g u l a t i o n s  d e a l in g  w i th  U n isex  A n n u ity  T a b le s .  T h is  h e a r in g  w i l l  b e  h e ld  on 
5 /2 1 /8 6 , b e g in n in g  a t  10 :00  a.m . i n  th e  IRS A u d ito r iu m , 1111 C o n s t i t u t i o n  Ave., 
N.W., W ashington, D.C. For f u r th e r  in fo rm a tio n  c o n ta c t B. Faye E asley  a t  202/566- 
3935
THE WHITE HOUSE
Mr. C h arles  G. S te e le ,  CPA, Chairm an and C h ie f E x ecu tive  O f f ic e r  o f  D e lo i t te ,  H askins
& S e l l s ,  New York, N.Y. h a s  been ap p o in ted  to  a  tw o -y ea r te rm  a s  a  member o f  th e
P r e s id e n t 's  Commission on E x ecu tiv e  Exchange, acco rd in g  t o  a  r e c e n t  W hite House
announcement. The Commission o v e rsees  an exchange program  betw een th e  p r iv a te  and 
p u b lic  s e c to r s  in  w hich e x ec u tiv e s  a re  p la ce d  in  p o s i t io n s  in  th e  o p p o s ite  s e c to r  
fo r  one year. T h is  program , acco rd in g  t o  th e  W hite House, i s  to  e s ta b l i s h  b e t t e r  
r e l a t i o n s  b e tw e e n  th e  g o v e rn m en t and th e  p r i v a t e  s e c t o r s  and  t o  p ro v id e  
p a r t i c i p a n t s  an  o p p o r tu n i ty  t o  l e a r n  a b o u t th e  o t h e r  s e c t o r .  Mr. S t e e l e  jo in s  
a n o th e r  CPA on th e  C om m ission , Mr. D av id  W. C h r is to p h e r  ( s e e  th e  2 /2 4 /8 6  W ash. 
R pt.). Mr. S te e le  h a s  been  a  member o f  th e  AICPA s in ce  1954.
THE WHITE HOUSE
The W hite House C onference on S m all B usiness w i l l  be  h o ld in g  s ix  June  re g io n a l
c o n f e r e n c e s  p r i o r  t o  th e  N a t io n a l  C o n fe re n c e  i n  W ash in g to n , D C. on 8 /1 7 -2 1 /8 6 ,
a c c o rd in g  t o  a  r e c e n t  anno u n cem en t. The Ju n e  s e s s i o n s ,  a c c o rd in g  t o  th e  
Conference, w i l l  be in -d e p th  d is c u s s io n s  on th e  is su e s ;  c e r t a in  t o  be  in c lu d ed  a re  
p ro d u c t l i a b i l i t y  in su ran ce  re fo rm , F ed e ra l spending, and ta x  refo rm . D elega tes  
a re  p e rm it te d  t o  a t te n d  any re g io n a l con ference , b u t  a re  encouraged t o  a t te n d  th e  
one i n  t h e i r  a r e a .  The d a te s  and  c i t i e s  a r e  a s  f o l l o w s :  6 /1 0 /8 6 , W ash in g to n , 
D.C.; 6 /1 3 /8 6 ,  B o sto n ; 6 /1 7 /8 6 ,  C h icag o ; 6 /2 0 /8 6 ,  A t l a n ta ;  6 /2 4 /8 6 ,  D enver and  
6 /2 7 /8 6 , San F r a n c is c o .  D e le g a te s  t o  t h e s e  c o n fe re n c e s  w i l l  r e c e iv e  w o rk in g  
p a p e r s  on th e  i s s u e s  p r i o r  t o  th e  c o n fe re n c e s .  A t t h e  c o n c lu s io n  o f  a l l  s i x  
re g io n a l co n fe ren ces, th e y  w i l l  re c e iv e  a  summary. D elega tes  w i l l  b eg in  re c e iv in g  
th e  N a tio n a l Conference p r e - r e g i s t r a t io n  p a ck e ts  t h i s  week.
SPECIAL: CPA TESTIFIES ON LIABILITY INSURANCE CRISIS
"The l i a b i l i t y  in su ra n ce  c r i s i s  i s  a  p ro d u c t, t o  a  la rg e  e x te n t ,  o f  th e  c u r re n t
l i a b i l i t y  c l i m a t e  and  t o r t  s y s te m ,"  acco rd in g  t o  te s tim o n y  by Mr. Ray Groves,
chairm an o f  th e  AICPA S p e c ia l Committee on A ccountants' Legal L i a b i l i t y  and form er 
AICPA C hairm an  o f  th e  B oard , b e f o r e  th e  House Ways and Means O v e r s ig h t  
Subcom m ittee 3 /24 /86 . The Subcom m ittee was conducting  i t s  t h i r d  day o f  h e a r in g s  
on th e  c o s ts  and a v a i l a b i l i t y  o f  l i a b i l i t y  in su ran ce . Mr. Groves em phasized th e  
th r e a t  th e  l i a b i l i t y  in su ran ce  c r i s i s  poses to  th e  p ro fe s s io n : "What i s  a t  s tak e  
i s  th e  a b i l i t y  o f  th e  p ro fe s s io n  to  co n tin u e  f u l l y  to  se rv e  th e  p u b l ic 's  need fo r  
c o m p e te n t and o b j e c t i v e  f i n a n c i a l  r e p o r t i n g  i n  th e  fa c e  o f  e x p an d in g  l i a b i l i t y  
exposure. What i s  a t  is s u e  i s  th e  i n a b i l i t y  o f  th e  acco u n tin g  p ro fe s s io n  and i t s  
in s u re r s  reaso n ab ly  to  p r e d ic t  fo r  th e  fo rse e a b le  fu tu re  th e  s tan d a rd s  to  which 
c o u r ts  w i l l  h o ld  th e  p ro fe s s io n  in  an in c re a s in g ly  e x p a n s io n is t ju d ic ia l  view  o f  
th e  p ro fe s s io n 's  r e s p o n s ib i l i t i e s ."  He a t t r i b u t e d  th e  in c re a se d  number o f  c la im s  
b e in g  b rough t a g a in s t  a cco u n tan ts  to  th e  "deep pocket" syndrome, i .e .  p l a i n t i f f s  
hope t o  r e c o v e r  b y  s u in g  th o s e  w i th  s i g n i f i c a n t  a s s e t s .  He s a id  CPA f i r m s  a r e  
" u s u a l ly  th e  'd e e p e s t  p o c k e ts ' a v a i l a b l e  in  t h e  f i n a n c i a l  r u b b le  o f  a  f a i l e d  
company." Mr. Groves p rov ided  th e  Subcom m ittee w ith  d a ta  on how CPA firm s  o f  a l l  
s iz e s  have faced  in c re a se d  in su ran ce  r a te s  and d ecreased  coverage and s a id  some 
in su ran ce  c a r r i e r s  now re fu s e  to  o f f e r  any coverage. He a ls o  no ted  th a t  p a r tn e r s  
o f  CPA f i r m s  fa c e  p e r s o n a l  l i a b i l i t y  f o r  p a r t n e r s h i p  l o s s e s  in  e x c e s s  o f  th e  
p a r tn e r s h ip 's  a s s e t s .
Mr. G roves th e n  fo c u se d  h i s  com m ents on th e  a r e a s  o f  th e  law  th e  AICPA 
S p e c i a l  C o m m itte e  h a s  t a r g e t e d  a s  b e i n g  i n  p a r t i c u l a r  n e e d  o f  r e f o r m :  
p r o p o r t i o n a t e  l i a b i l i t y ,  th e  p r i v i t y  r u l e ,  f r i v o l o u s  s u i t s  and c o s t s ,  and  RICO. 
He d e s c r ib e d  th e  j o i n t  and s e v e r a l  l i a b i l i t y  r u l e  a s  ly in g  a t  th e  " h e a r t  o f  th e  
'deep pocket' syndrome" s in c e  i t  im poses " d isp ro p o r tio n a te  l i a b i l i t y  on whomever 
i s  th e  'deep  p ocket' de fen d an t,"  even though th a t  defen d an t may have l i t t l e  a c tu a l
r e s p o n s ib i l i ty  fo r  th e  lo s s  su ffe re d . Regarding th e  p r i v i t y  r u le ,  he  s a id  s t a t e  
c o u r t s  i n  New J e r s e y ,  W isc o n s in , and  C a l i f o r n i a  h a v e  r e c e n t l y  “abandoned  o r  
r e s t r i c t e d "  th e  t r a d i t i o n a l  p r i v i t y  r u l e  t h a t  p e r m i t s  o n ly  p e r s o n s  in  a  d i r e c t  
c o n t r a c t u a l  r e l a t i o n s h i p  w i th  an  a c c o u n ta n t  t o  su e  f o r  n e g l ig e n c e .  T u rn in g  t o  
f r i v o l o u s  l a w s u i t s ,  Mr. G roves s a id ,  "The a v a i l a b i l i t y  o f  c o n t in g e n t  f e e  
arrangem ents a s  w e ll a s  th e  p o s s i b i l i t y  o f  s e t t le m e n t  by  d e fen d an ts  u n w illin g  to  
b e a r  th e  h ig h  c o s t s  o f  d e fe n d in g  a c t i o n s  c r e a t e s  i n c e n t i v e s  f o r  t h e  p l a i n t i f f s '  
b a r  to  f i l e  la w s u its  a g a in s t  'deep pocket' d e fen d an ts , re g a rd le s s  o f  m e rit."  He 
s a id  a b o u t RICO t h a t  i t  i s  "a m a jo r  a r e a  o f  c o n c e rn "  and  t h a t  i t  h a s  becom e an  
" e s p e c ia l ly  g rave problem  fo r  th e  p ro fe s s io n  in  th e  wake o f  th e  1985 U.S. Supreme 
C ourt d e c is io n  in  Sedima v. Im rex Co." Mr. Groves to ld  th e  Subcom m ittee t h a t  a t  
l e a s t  22 RICO s u i t s  a r e  p e n d in g  a g a i n s t  s m a l l  CPAs u n d e r  t h e  AICPA l i a b i l i t y  
in su ran ce  p la n  and a t  l e a s t  31 more a re  pending a g a in s t  la r g e r  f irm s . He s a id  th e  
num ber o f  s u i t s  w ou ld  in c r e a s e  u n le s s  th e  C o n g re ss  a c t s  t o  c o r r e c t  th e  RICO 
s ta tu te .  Mr. Groves concluded h i s  te s tim o n y  by say ing  t h a t  " a u d ito rs  should  n o t 
be  re g a rd e d  a s  i n s u r e r s  o f  a  com pany 's  f i n a n c i a l  h e a l t h "  and  u rg e d  th e  
Subcom m ittee to  "add th e  p a r t i c u l a r  p ro fe s s io n a l  l i a b i l i t y  concerns o f  acco u n tan ts  
t o  th e  o n g o in g  a c t i v i t i e s  o f  t h e  S u b co m m ittee  in  c o n s id e r in g  th e  l i a b i l i t y  
in s u ra n c e  c r i s i s . "
In  a  r e la te d  m a tte r , th e  S enate  J u d ic ia ry  Committee h e ld  a  h e a r in g  3 /26 /86  cn 
a  t o r t  re fo rm  b i l l  w hich cou ld  have p o s i t iv e  im p lic a tio n s  fo r  CPAs. The b i l l ,  S. 
2046, in tro d u ced  2 /3 /86  by Sen. M itch McConnell (R-KY), would l i m i t  F e d e ra l c o u r t  
dam age aw ard s  in  c i v i l  c a s e s .  Two p r o v i s io n s  o f  S. 2046 w ould  a d d r e s s  a r e a s  o f  
th e  law  Mr. Groves i d e n t i f i e d  a s  needing  to  be  changed in  h i s  te s tim o n y  b e fo re  th e  
H ouse Ways and Means O v e r s ig h t  S u b c o m m ittee . The b i l l  w ou ld  l i m i t  la w y e r s ' 
c o n tin g e n c y  f e e s  b a se d  on th e  am ount o f  r e c o v e ry  and , i n  a n  e f f o r t  t o  re d u c e  
f r i v o l o u s  law  s u i t s ,  w ould  h o ld  a t t o r n e y s  l i a b l e  f o r  t r e b l e  c o s t s ,  f e e s  and 
e x p e n se s  when th e y  i n i t i a t e  a c t i o n s  w i th o u t  a  good f a i t h  b e l i e f  i n  t h e i r  
sub stan ce . S. 2046 a ls o  encom passes some o f  th e  p o l ic y  recom m endations made to  
P re s id e n t Reagan by th e  T o rt P o lic y  Working Group in  i t s  3 /19 /86  r e p o r t  re g a rd in g  
l i a b i l i t y  in su ran ce  (see th e  3 /24/86  Wash. R pt.).
SPECIAL: SENATE  BANKING COMMITTEE PROPOSES EASING OF CAPITAL REQUIREMENTS FOR AGRICULTURAL
AND ENERGY BANKS
L e g is la t io n  which re q u ire s  th e  F e d e ra l banking re g u la to r s  t o  fo llo w  c e r t a in  acco u n tin g
r u le s  and ease  c a p i t a l  s tan d a rd s  fo r  a i l i n g  energy  and a g r i c u l tu r a l  banks
w as u n a n im o u s ly  r e p o r te d  o u t  o f  t h e  S e n a te  B ank ing  C om m ittee  on 3 /2 6 /8 6 . The
" A g r i c u l tu r a l  and E n erg y  Bank I n c e n t iv e  A c t,"  S. 2231, w as in t r o d u c e d  b y  S e n a te  
B anking  C om m ittee  C hairm an  J a k e  G arn  (R-UT) on th e  sam e day . The l e g i s l a t i o n  
re q u ire s  th e  F ed e ra l banking  ag en c ie s  t o  e s ta b l i s h  a  c a p i t a l  fo reb earan ce  program, 
which would b a s ic a l ly  a llo w  a  bank to  o p e ra te  under re la x e d  c a p i t a l  req u irem en ts  
f o r  a  p e r io d  o f  t im e , g e n e r a l l y  b e tw e e n  f i v e  and sev e n  y e a r s .  S p e c i f i c  
req u irem en ts  fo r  a  bank’s q u a l i f i c a t io n  fo r  th e  c a p i t a l  fo reb earan ce  program  would 
b e  a t  th e  r e g u l a t o r s '  d i s c r e t i o n .  A d d i t io n a l ly ,  t h e  m e asu re  w ou ld  r e q u i r e  th e  
ag en c ies  to  im plem ent req u irem en ts  in  th e  R eports  o f  C ond ition  and Income ( c a l l  
r e p o r t s )  t o  p ro v id e  an  am ended d e s c r i p t i o n  o f  th e  s t a t u s  o f  r e n e g o t i a t e d  
"troub led" lo an s. T his req u irem en t would a llo w  banks t o  d is t in g u is h  loans th a t ,  
a lth o u g h  re n e g o tia te d , a re  in  com pliance w ith  m od ified  te rm s. Those lo an s  would 
no lo n g e r need to  be in c lu d ed  in  th e  c a te g o ry  o f  nonperform ing lo an s  b u t cou ld  be 
d i s c l o s e d  in  th e  c a l l  r e p o r t  a s  " R e s t r u c tu r e d  and  in  C o m p lian ce  W ith  M o d if ie d  
Terms." The ag en c ies  would be in s t ru c te d  to  is s u e  c a p i t a l  fo reb earan ce  program  
and c a l l  r e p o r t  req u irem en ts  w ith in  th re e  days o f  enactm ent o f  th e  b i l l .  These 
p r o v i s io n s  a r e  s i m i l a r  t o  th o s e  p ro p o se d  e a r l i e r  t h i s  m onth by  F e d e r a l  B anking  
r e g u l a t o r s .  L a s t ly ,  S. 2231 e x te n d s  th e  r e a l  e s t a t e  h o ld in g  p e r io d  f o r  a  bank  
from  5 t o  10 y e a r s ,  i n c r e a s e s  th e  n a t i o n a l  bank  le n d in g  l i m i t  from  15% t o  20%, 
ex tends th e  n e t  w orth  c e r t i f i c a t e  program  fo r  S&Ls, and, im poses a  m oratorium  can 
th e  e s t a b l i s h m e n t  o f  n o n -b an k  b a n k s  u n t i l  7 /1 5 /8 6 . The l e g i s l a t i o n  w i l l  b e  
co n sid e red  when th e  S enate  r e tu rn s  from re c e s s  on 4 /8 /8 6 .
F o r fu r t h e r  in fo rm a t io n  co n ta c t  G ina Rosasco , S h i r le y  Hodgson, o r  N ick  N ic h o ls  a t  
202/872-8190.
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